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rwT8 DOCUMENT IS THE PROPERTY OP MS 3RITAKFIC UAJESTY'S GOVSSiftSEKT) 
SECRET. QOPXJIO, 



C A B I li E T 39 (39). 

Meeting of the Cabinet to be held at No. 10 Downing 
Street, S.W.I. , on WED1IE133AY , 26th JULY, 1939, 

at 10.30 a.m. 



1. FOREIGN AFFAIRS. 



2. DEFENCE OF INDIA: REPORT OF im EXPSRT COMMITTEE: DA 1 



t m mm 

(Reference Cabinet 34 (39) Conclusion 3) 
Statement by the Secretary of State for India. 



3. C0-03DinATI0n OF DEFENCE PROGRAMMES . 

(Reference Cabinet 36 (39) Conclusion 2) 

Memorandum by the Prime Minister. 

CP. 166 (39) - circulated herewith. 



4. DEFENCE BILL /iKD 

(Reference Cabinet 36 (39) Conclusion l) 

Report by Cabinet Committee. 

CP. 160 (39) - circulated herewith. 

0. RESERVES OF FOOD AltD RAW MATERIALS. 

(Reference Cabinet 37 (39) Conclusion 18) 

Memorandum by the Minister for Co 1 -ordination of Defence. 
CP. 165 (39) - circulated herewith. 



6. REPORT OF THE DEPRESSED AREAS COMMITTEE. 

(Reference Cabinet 60 (38) Conclusion 15) 

Note by the Prime Minister. 

CP. 161 (39) - circulated herewith. 
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7. ff^AIM TO SISTERS' PEMSIOHS. 

Memorandum by the Chancellor of the Exchequer, 
CP. 164 (39) - circulated herewith. 



6. R0#> A CCff>EKTS: REGULATION QF CYCLISTS. 

Memorandum by the Minister of Transport. 

CP. 158 (39) - circulated herewith. 



9. CONCLUSIONS OF HOME AFFAIRS COMMITTEE . 

18th Conclusions (39) of Committee of Home Affairs 
to be circulated. 

(a) food (Defence) Bill. 

(Reference Cabinet 37 (39) Conclusion 12) 

Memorandum by the Chancellor of the Duchy 
of Lancaster, covering draft Bill. 

H.A. 34 (39) - circulated herewith. 

(Reference Cabinet 29 (39) Conclusion 8) 

Memorandum by the Secretary of State for 
Scotland, covering draft Bill, 

H.A. 35 (39) - circulated herewith. 

(Signed) E.E. BRIDGES 

Secretary to the Cabinet. 



Richmond Terrace, S.W.I. 
21st July, 1939. 
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g g C R E T . COPY NO. 

CABINET. 39. (39) . 

CONCLUSIONS of a Meeting of the Cabinet held 
at 10 Downfc\g Street, S.W.I. , on WEDNESDAY, 
26th JULY, 1939, at 10.30 a.m. 



PRESENT, 



The Rt. Hon. Neville Chamberlain, M.P. , 
Prime Minister. (In the Chair) 



The Right Hon, 

Sir John Simon, G.CS.I., 
O.C.V.O. , O.B.E. , K.C., M.P. , 
Chancellor of the Exchequer. 

The Right Hon. 
Lord Maugham, 
Lord Chancellor. 



The Right Hon. 



The Right Hon. 

Viscount Run ci man , 

Lord President of the Council. 



The Right Hon. 

Sir Samuel Hoare, Bt. , G.C.S.I., 
O.B.E. , C.M.G. , M.P. , Secretary 
of State for Home Affairs. 



The Right Hon. 



Viscount Halifax, K.G. , G.C.S.I., Sir John Anderson, G.C.B. , 

G.C.I.E. , Secretary of State G.C.S.I., G.C.I.E., M.P. , 

for Foreign Affaire. Lord Privy Seal, 

The Right Hon. The Most Hon. 

Sir Thomas Inskip, C.B.E. , K.C. , The MarquBss of Zetland, G.CS.I., 

M.P. , Secretary of State for G.C.I.E. , Secretary of State 

Dominion Affairs. for India and Burma. 



The Right Hon. 

Malcolm MacDonald, M.P. , 
Secretary of State for the 
Colonies. 



Admiral of the Fleet the Right Hon, 
Lord Chatfield, G.C.B. , O.M. 
K. C.M.G. , C.V.O., Minister for 
Co-ordination of Defence, 



The Right Hon. The Right Hon, 

W.S. Morrison, M.C. , K.C. , M.P. , The Earl Stanhope, K.G. , D. 

Chancellor of the Duchy of M.C. , First Lord of the 

Lancaster. Admiralty. 



.0. , 



The Right Hon. 

L. Hore-Belieha, M.P.., 
Secretary of State for War. 

The Right Hon. 

John Colville, M.P. , Secretary 
of State for Scotland. 

The Right Hon. 

The Earl De La Warr, President 
of the Board of Education. 

The Right Hon. 

Ernest Brown, M.C. , M.P. , 
Minister of Labour. 

The Right Hon. 

Sir Reginald Dorman-Smith, M.P, 
Minister of Agriculture and 
Fisheries. 



The Right Hon. 

Sir Kingsley Wood, M.P. , 
Secretary of State for Air. 

The Right Hon. 

Oliver Stanley, M.C, M.P. , 
President of the 3oard of Trade. 

The Right Hon. 

Walter Elliot, M.C, M.P. , 
Minister of Health. 

The Right Hon. 

E.L. Burgin, M.P. , 
Minister of Supply. 

Captain the Right Hon. 

D. Euan Wallace, M.C, M.P., 
Minister of Transport. 



Sir Edv/ard E. Bridges, K.C.B. , M.C Secretary. 
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. CABINET 59 (59). 

CONCLUSIONS of a Meeting of the Cabinet held 
on WEDNESDAY, 26th JULY, 1939, at 10.30 a.m. 



m m 



SWTS. 




3 



9, 



THE I NTERN AT I OHAL SITU ATION (CONT'D ) : 
Attitude of the Press. 



Subject. 

ARRANGEMENTS F0R RECESS . 1. 

2, THE INTERNATIONAL SITUATION : 

Danzig. 3. 



posals for a Cash Loan to. 5. 



4. POLAND (CONT'D): 

Military Mission to. 7. 

5. THE INTERNATIONAL SITUATION : 

Russia. 8. 

6. THE INTERNATIONAL SITUATION 

The position at Tientsin: 
Ncgotiationso 11. 

7. THE INTERNATIONAL SITUATION (CONT'D ) : 

Egypt. 14. 

8. THE INTERNATIONAL SITUATION (CONTID): 

Spain. 15. 



16. 



10, THE INTERNATIONAL SITUATION (CONT'D) : 

Turkey. 17. 

11. INDIA : 

Hie Defence of. 18. 
(Report of the Expert Committee, 1938-39) 
(Chatfield Report) 

13. CO-ORDINATION OF DEFENCE PROGRAMMES . 21. 

13. DEFENCE BILL AND REGULATIONS : 

Report of Cabinet Committee. 26. 

Uh reserves of Foop ABB RAW MATERIAL- 31. 

<fe 15, DEPRESSED AREAS : 

Report of Cabinet Committee. 38. 

^Clain for, ^~ 41. 

Old Age Pensions. 43. 

- 1 - 



Conclusion 

Ho. Subject , ZaSQ- 

17 * ^Regulation^of Cyclists. 48. 

18. FOOD (DEFENCE) BILL . 51. 

jq, WAR DAMAGE T O LAMP (SCOTLAND) BILL. 53. 
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ARR/.NGEKENTS 



lo THE PRIME MINIS'iW. said that the Meeting of 



t> RECESS^ the Cabinet on Wednesday, the 2nd August would he the 

last Meeting of the Cabinet to he held before the 
^ferencV Recess unless some question arose which required a 

it-oizq)*!. was verv difficult to give any definite 

guidance as to the date when normal weekly Meetings 
of the Cabinet would be resumed after the Recess. 
On the assumption, however, that matters continued 
on a normal footing, he thought that it would be 
necessary that the House of Commons should meet early 
in October, oither in the first or second week. This 
would necessitate normal wtfekjy :!cstings of the 
Cabinet bein& resumed at some date in September. He 
would notify the Cabinet ; /of the precise date as soon 
as this was practicable., 

The Prime Minister said tha§fc if any untoward event 
took place in the Recess, the Cabinet would, of course, 
by summoned. -In_.any event he thought that it' might 
be desirable that at some time during the Recess he 
should ask those of his colleagues who were within 
reach of London to attend a Conference of Ministers. 
He would not, however, propose to hold a Meeting of the 
full Cabinet in the Recess unless some event of first 
importance arose. 

In discussion, the suggestion that a Conference 
of Ministers should be held during the Recess was welcomed. 
This course would also, it was thought have a good effect 
on public confidence. The view was also expressed that 
the demand that Parliament should meet from time to time 
during August and September had very little support. 

THE SECRETARY OP 3TATE FOR AIR undertook to 
consider a suggestion that aircraft should be made 
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available to bring Cabinet Ministers to London from 

the North of England or Scotland if a Meeting should 

be summoned at short notice. 

The Cabinet took note of the Prime 
Minister's statement. 
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IJ AT TONAL 
SITUATION. 

Dsnzlg. 

(Previous 
Reference: 
Cabinet 38 
(39), Con- 
clusion 3 .) 



2. THT? S^CBHTARY OP STAT5 FOR FOREIGN AFFAIRS 
reported certain Information of a secret character 

which hat? reache* him in regard to the German attitude 
as to Danzig. This information confirmed the 
Secretary of State in the view he had previously 

expressed, that the ripht course was to show a firm 
front and to work for a d e't ent e . 

(Further ??taUa Qt fla iaflmnftiian 

gi-ren are recorded in the Secretary's 
Standard ?Ue Cabinet Conclusions «) 

THE SSCR^TARY OP STAT* POR DOMINION AFFATRS 

referred to a suggestion which had heen made by some 

of the Dominion Hlph Commissioners in London that an 
endeavour should he made, using Signor Vussolinl as 

an intermediary, to arrange a definite postponement 

of any attempt to settle the Danzie issue. 

TH* S^CR^TARY OP STAT? POR FOREIGN AFFATRS said 

that he had thoucht over this matter and had discussed 

it with the Prime Minister. He had reached the 

conclusion that .to make such a move at the present 

time would convey the impression that we were in a 

state o*" nervous apprehension as to Danzig and wanted 

Signor Hutaolinl to get up out of a difficulty. 

The fact that M. Daladier's response had not been 

very encouraging to the approach which Sir ^ric 

Phipps had made to him on the question of effecting 

an improvement in Italian relations with France, was 

another reason fo** not making a further approach to 

Sigr.or Mussolini at the present ti^e. 

TETC PRIMS MINISTER said, that he entirely agreed 

with the Foreign Secretary's view that an approach 

on the lines indicated would *>e most undesirable at 

the present time. 



* 
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THB SECRETARY OP STATE FOR FOREIGN AFFAIRS 
undertook to inform the High Commissioners 
for Australia and South Africa, who had raised the 
natter, of the conclusion which had been reached in 

reeard to it. 

The Cabinet took note of the statement 
made by the Secretary of State for 
Foreign Affairs . 
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POLAND. 



3. THE CHANCELLOR OP THE EXCHEQUER said that 



n proposals for the Polish Government had brought to an end the 
a Cash Loon 

negotiations on this matter. It had "been made quite 



to. 



(previous 
Reference : 
Cabinet 38 
(39), Con- 
clusion 4.) 



clear to the representatives of the Polish Government 
that we and the French were prepared to give Poland 
help, subject to certain conditions. We were not 
prepared, however, to give Poland gold which Poland 
would store in vaults at Warsaw and make the basis 
for further expansion of her paper currency. 

The Chancellor saici that, in an answer which he 
had given to a Question in the House of Commons on 
the previous day, he had referred to the offer to 
the Polish Government of export credits to the amount 
of ZQ millions, and he had done his best to make the 
reply in regard to the cash loan appear as innocuous 
as possible- A full statement of the facts would, of 
course, be somewhat encouraging to Germany. 

Reference was made to misleading statements which 
had appeared in certain newspapers that morning 
(the "Daily Telegraph" and the "News-Chronicle") to 
the effect that this country had refused to make a 
cash loan to Poland and had prevented Poland from 
purchasing in other countries supplies which could 
not be obtained in this country. The Foreign 
Secretary was invited to take such stops as were 
possible to correct this misleading impression. 
The view generally expreosed was that it would have 
to be made clear that the Polish Government had 
insisted on certain stipulations which H.H. Government 
had been unable to entertain. 

THE SECRETARY OP STATE FOR FOREIGN AFFAIRS 
explained that a telegram had already been despatched 
to Warsaw to correct a misleading passage which 
-5- 
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hod appeared in the Polish official statement 
refusing a cash loan on the conditions offered by us. 

The Cabinet took note of these statements. 
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■Ttyi (Oontd) 

ilitary 
i 8$ ion to. 

previous 
References 
Cabinet 37 
(39), Con- 
clusion 2.) 



4. THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 

said that he had had a long talk with General Ironside 
which had left him with the impression that the 
Polish Government would not resort to military action 
unless there was a definite military invasion of 
Poland by the German Army- He thought that the 
Polish Government would deal with incidents in 
Danzig by means of protests. Generally, the attitude 
of the Poles was calm. Marshal Smlgly-Sydz, however* 
appeared to take the view that German ambitions were 
incompatible with the existence of a Polish 3tate, 
and that war was inevitable. The Marshal did not, 
however, expect war in August, and said that if war 
did not break out in August it would not occur until 
January, when the ground would be frozen. 

The Cabinet took note of this statement. 
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ggB INTERNATIONAL 
SITUATION. 

• . 

Russia. 



[previous 
Reference: 
Cabinet 38 (39) 
Conclusion 1. ) 



5. THE SECRETARY OP STATE FOR FOREIGN AFFAIRS 
said that his colleagues would have seen the long 
telegram from Sir William Seeds (No. 170 from Moscow) 
reporting his interview with If- Molotov on the 
94*h July. At this interview little had been said 
about indirect aggression, but the Soviet Government 
had been informed that we v/ere prepared to accept 
Article VI and to agree to simultaneous entry into 
force of the political and military Agreements. This 
had given great satisfaction to M. Molotov who had 
asked whether the military conversations could start 
at once. On this point, Sir William Seeds and the 
French Ambassador had said they must obtain the 
instructions of their Governments. 

gfc Molotov' s attitude had been that if we 
were prepared to agree that military conversations 
should start at once, he did not think that the 
definition of "indirect aggression" in Article 1 or 
the other outstanding points would give rise to 
insuperable difficulties. 

The Foreign Secretary said that he was now 
in consultation with the French Government on the 
proposal that we should embark on military 
conversations with the Soviet Government as soon as 
military representatives could be made available for 
this purpose, and on the assumption that a 
determined attempt would be made to conclude the 
negotiations on the political agreement as soon as 
possible. 

The Foreign Secretary said that it seemed 
likely that willingness to start military 
conversations was regarded by the Russians as a test 
of our good faith. He thought that the opening of 
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these conversations would have a good effect on 
world opinion, although he did not disguise his view 
that the Conversations would take a very long time. 

THE PRXUB MINISTER invited attention to the 
remark made by the Turkish President to a Journalist 
to the effect that negotiations with Russia would 
continue to drag on until we made it clear that we 
were prepared to face the risk of a breakdown 
(Telegram No. 203 from Alexandria. ) 

Discussion ensued on the difficulties of 
carrying on military conversations with the Soviet 
Government, more especially until a political pact 
had beer, concluded. It was pointed out that we should 
put ourselves in a very weak position if we gave 
confidential information to the Soviet Government 
before we had concluded any pact with them. There 
was general agreement with the view that our 
representatives should he instructed to proceed very 
elowly with the conversations until a political paot had 
been concluded. In particular, it would be desirable 
that we should not allow Russia to start the 
conversations by obtaining information as to our own 
plans, but should rather endeavour to secure that the 
Russians let our representatives know what they 
could do to help e.g. Poland. It was desirable to 
establish closer relations between Russia and Poland 
and efforts in this direction, which would be very 
valuable, would be likely to occupy some time. 

THE EINIST3R FOR CO-ORDINATION OP DEFENCE 
referred to the importance of representatives of 
Turkey as well as Poland being brought into the military 
conversations at some stage. He mentioned the 
possibility that Turkey might be able to move large 
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forces from the Caucasus to her Western Frontiers. 

He agreed that the right way of starting the 

military conversations would be to as*c Russia 

what action she proposed to take if war broke out. 

The Cabinet took note of the statement 
made by the Secretary of State for 
Foreign Affairs. 
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THE INTER- 6. THE SECRETARY OP STATE FOR .OtfEIGN AFFAIRS said 

_HATIONAL 

SITUATION that the negotiations in Tokyo on the local Tientsin 

(Contd. issues had started on Monday afternoon* The Japanese 

The position 

at Tientsin: had formulated demands under three heads (Telegram IIo. 
The Tokyo 

neootiationa 660 fron Tokyo), First, control of anti-Japanese 

(previous activities in the Concession; secondly, currency 
Reference: 

38(39), Con- questions; thirdly, the proposal that we should hand 
elusion 2). 

over the silver in the Concessions in Pekin and Tientsin. 

demands, which probably represented all that the 
Japanese hoped to obtain, were in accordance with the 
general expectation,. Every endeavour would of course 
be made to assist Sir Robert Craigie in securing a 
reduction of the Japanese demands. A fact-finding 
Sub -Commit tee, representing both the British and 
Japanese Delegations, ~.iad been appointed (a) to reach 
agreement as to whatnas the existing procedure in the 
Tientsin Concession for handing over criminals for trial, 
etc., (b) to reduce to writing the modifications of that 
procedure which the Japanese desired to see introduced. 
(Telegram No. 861 from Tolvyo). 

The Foreign Secretary said that he would not 
conceal from his colleagues that the negotiations would 
be very difficult, particularly in regard to currency 
matters. There was no doubt that on the currency 
issues the United States ought to help us. In reply to 
a request from the State Department at Washington we 
had explained our point of view to them, but it was 
clear that the United States Government did not wish to 
be directly associated with us in the negotiations and 
that their attitude was not likely to be very helpful. 



continuing, the Foreign Secretary said that the 
reception in China of the formula on general terms 
which had been agreed upon in Tokyo had "been unfavourable, 
as had been expected. The Chinese Ambassador, who had 
been to see him, had expressed himself as greatly 
apprehensive. He, (the Foreign Secretary), had 
replied that he was not surprised at the attitude of 
the Chinese Ambassador since it was part of the Japanese 
plan to make it appear that we were betraying China. 
He had urged Mr. Quo not to play the Japanese game. 
The telegrams from Shanghai, and from Chungking 
reporting Chiang Kai Chek's attitude, had also been in 
muoh the same vein. A message had been sent with the 
object of reassuring Marshal Chiang Kai Chek as far as 
this was possible. 

The Foreign Secretary said that he was satisfied 
that the right course was to hold our position in the 
Far East and to take whatever action was possible to 
extricate ourselves from a difficult position. Ke had 
had some discussion on the previous day with the 
Japanese Ambassador, who had expressed the view that 
Mr. Arita was experiencing great difficulties, but was 
finding his way round them. The Foreign Secretary had 
told the Japanese Ambassador, who had been very friendly, 
that, provided the Japanese Government did not press 
impossible demands upon us, he hoped that means could 
be found for reducing the tension. 

Reference was made by the MINISTER OF TRANSPORT 
to Sir Robert Craigie's telegram of the 20th July 
(No, 821 from Tokyo) in which he had proposed the 
introduction of legislation permitting restrictions on 
imports from Japan. 
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THE FOREIGN BBOKBTAjg said that it was, of 
course, possible that the mere introduction of legis- 
lation might have a good effect. If this did not 
prove to be the case, however, we should then he 
exposed to strong pressure to make use of it; and it 
was essential to consider where such action would lead 
ue. He pointed out further that at an earlier stage, 
Sir Robert Craici© had not been in favour of economic 
retaliation unless the United States Government were 
prepared to co-operate with us, and unless we were 
prepared to use force. 

THE PRESIDENT 0? THE BOARD OP TRADE added that 

the general lines of the legislation which would be 

needed if it were decided to adopt the policy of 

retaliation, had been settled and that as a precautionary 

measure, steps were beins ta^en to have a Bill drafted. 

The Cabinet took note of the statement by 
the Secretary of 8tate for xoreisn Affairs. 



- 13 - 



230 



iKTEHf ATI ONAL 
SITUATION (Cont'd) 



Egypt 



(previous 
Reference: 
Cabinet 37 (39) 
Conclusion 6. ) 



7. THE SEC SET AS Y OP STATE FOR FOREIGN AFFAIRS 

said that the Egyptian prime Minister had 
expressed great pleasure at the proposed 
reinforcements from India, and v/as greatly 
reassured as to the position. 

THE CHANCELLOR OF THE EXCHEQUER and 
THE SECRETARY OF STATE FOR AIR hoped that this 
opportunity would not be lost of securing that 
Egypt fulfilled her obligations in regard to the 
provision of barrack accommodation for our 
troops . 

THE SECRETARY OF STATE FOR FOREIGN AFFAIRS 
said that the Egyptian Prime Minister v/as in b«d 
health and was not likely to continue much 

longer in office. 

The cabinet took note of the statement 
by the Secretary of State for 
Foreign Affairs. 
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jh 2BRIIATI0NAL 
SITUATION (Cont'd) 



Spain. 

(previous 
Reference: 
Cabinet 33 (39) 
Conclusion 6.) 



8. THE SECRETARY OF SEATS FOR FOREIGN AFFAIRS 

referred to a recent d e o;ia »a n i 'Hxi 3ir Uaurice 
Peterson, who had expressed the view that the 
position as regards Spain was "by no means 
unfavourable from the point of view of the 
international situation. The Italians and Germans 
were by no means popular. The Spanish people 
were friendly to us, though our relations with 
them suffered in some measure from their 
irritation at the attitude adopted by France. 
The internal position of Spain was somewhat 
chaotic, and the view was held that it was most 
unlikely that Spain would become Involved in war 
again for a very long tiu3. 



TKS CABINET toolc note of this statement. 
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INTERNATIONAL 
^ITUATI0N( cont d. ) 



Attitude of 
the Press. 

{previous 
Reference : 



Cabinet 20 (39) 
Conclusion l) 



9. THE SECRETARY OF STATE PGR SCOTLAND 

pointed out that in recent weeks the London press 
had indulged in a number of stunts in connection 
with the international situation. There had been 
posters to the effect that there would be 
peace during August because Germany willed it. 
On the previous day there had been a sensational 
story that Hitler was ill. The effect of 
these announcements must be to make Germany 
think that we were in a state of nervous 
apprehension. German air manoeuvres were 
to take place in North-West Germany and if 
these were written up it might result in 
increasing the tension. 



THE SECRETARY OP STATE FOR FOREIGN 
AFFAIRS said he thought the newspaper 
proprietors were open to persuasion on 
individual questions. Ke instanced a series 
of articles on the Secret Service written for 
the Evening Standard which were filled with 
undesirable matter, and which he had hopes 
would not appear as a result of representations 
which he had made. He thought, however, that 
it would be more difficult to deal with the 
general tendency for newspapers to be inflamatory. 
Vfhile emphasizing the difficulty of taking 
effective action, the Foreign Secretary 
undertook to consider whether any action 
was possible in the matter. 

The Cabinet took note of these statements. 
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f^rr;.">KATIO;lAL 
SITUATION (Contd, 

Turkey. 

(previous 
Reference: 
Caclnet 38(39) 
Conclusion 7. 



) 



10. 



In reply to a question, THE SECRETARY OF 



STATE 'OR :0';EIGN AFFAIRS said that the political 
discussions with Turkey were proceeding and that 
the foreign Office took a hopeful view of their 
outcome. He thought, however, that considerable 
difficulty would be experienced in dealing with 
the negotiations on financial subjects. 

THE PRESIDENT OP THE BOARD O? TSAD2 said 
that if a limited sum of money could be made 
available to cushion the compensation scheme, 
definite advantages would accrue to us from the 
commercial point of view. 

-HE SECTARY Oh' STATE TOR FOREIGN AFFAIRS 
said that he hoped that when this matter came to 
be considered it would be borne in mind that Turkey 
was a "key" Power and that it was essential to retain 
her friendship. 

THE CABINET took note of this statement. 
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m Defence of. 



11. THE SliiCRiiiTaRY OP STA £ ^OR INDIA reminded 

his colleagues that at the meeting of the Cabinet 
referred to in the iiiargin, it had been agreed that, 
while the Chatfield Report and the decisions reached 
upon it should not be published as a whole, it would 
be necessary to publish a carefully-worded despatch 
from himself to the Viceroy, which would contain aa 
much of the Chatfield Report as it was decided should 
be made public. Since this procedure had been agreed 
upon, circumstances had arisen which made it desirable 
that this despatch should be published as soon as 
possible. At the meeting of the Committee of 
Imperial Defence held on 21st July (C.I.D. 367th 
Meeting) it had been decided that force "Heron" 
should be sent from India to Egypt and force "Emu" 
and two bomber squadrons from India to Singapore. 
The orders for the move of the first-named force 
had been issued and troop movements were taking pla«e 
in India. These troop movements were already 
giving rise to speculation in the Press, where they 
had been linked up with the Report of Lord Chatfield 1 s 
Committee. 

The Secretary of State said that a despatch 
had been drafted and sent to the Treasury who, he 
gathered, concurred generally in its terms, subject 
possibly to minor drafting amendments, and it would 
be sent that day to the Viceroy by air mail. As, 
however, the Government of India as a whole had not 
yet seen the Chatfield Report, it was clear that 
sane days must be allowed for consideration of the 
matter, and he thought that the earliest date on 
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which the despatch could be published would "be the 
10 tb August. 

Another reason why it was desirable tbat the 
despatch to the Viceroy on the Chatfield Report 
should be published was that it was contemplated 
under the proposals in the Chatfield Report that if 
the forces held in India for her external defence were 
used outside India in an emergency affecting India's 
external security, their ordinary maintenance charges 
should be borne by India, the apportionment of the 
extra charges between Imperial and Indian funds being 
agreed by the two Governments at the time. It was 
desirable that this recommendation should be made 
known in India, since otherwise it would be claimed 
that Indian troops were being used for the Imperial 
purposes of His Majesty's Government. It would be 
seen, when the draft despatch was published, that India 
had received valuable consideration for the adoption 
of this proposal in the shape of the increase in the 
Garran Grant and in the assistance to be afforded from 
the British Exchequer towards the capital cost of 
re-organising and modernising the forces in India. 

For these reasons the Secretary of State for 
India thought it desirable that the draft despatch 
to the Viceroy should be published as soon as possible. 

This course was agreed to. 

TH& SECRETARY OF STATE FOR INDIA then referred 
to the conclusion reached at the Meeting of the Committee 
of Imperial Defence on the 21st July, namely, that 
the date of the despatch of force "Emu" and the two 
bomber squadrons from India to Singapore should be 
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left open pending the agreement of the aovemment of India 
aa to the principles which should govern the cost of 
Indian troops when employed' outside India in defence of 
India 1 8 external conmitments. He thought that* if there was 
a real military necessity for this move, he should be 
authorised to arrange for this brigade and the two bomber 
squadrons to leave at once. Otherwise it would not be 
possible for them to leave until the nr* A.61q of August* in 
wMoh event they would not reach Singapore until the beginning 
of September. He felt no doubt that the Government of 
India would accept the principle set out in the Chatfleld 
Report, to which he had already referred, that the normal 
cost of these troops should be charged against Indian 
revenues. He pointed out that Defence was a reserved 
subject and that, if need be, steps could be taken to 
ensure that this recommendation went through. 

In the light of this explanation, it was agreed, 
after some further discussion, that immediate orders should 
be Issued for the despatch of force "Emu" and two bomber 
squadrons from India to Singapore. 

The Cabinet agreed: 

(1) To authorise the Secretary of State for 
India to publish a despatch from himself 
to the Viceroy containing as much of the 
Chatf ield Report, and the decisions of the 
Government thereon, as it was desired 
should be made public: 

(2) That, having regard to the assurance given 
by the Secretary of State for India that 
the Government of India would be prepared 
to accept as a charge against the Indian 
revenues the normal cost of the forces to 
be despatched to Singapore (the apportionment 
of the extra charges being a matter for, agreement 
between the two Governments), orders should 
be issued forthwith for the despatch of force 
"Emu" and two bomber squadrons from India 
to Singapore. 
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IS. The Cabinet ha<l "before them a Memorandum by 
the Prime Minister (C.P.-166 (39)) in which attention 
was drawn to the frequent submissions made, during the 
preceding months, by the Defence Departments to the 
Treasury and the Cabinet for large and costly 
additions to the programmes previously authorised. 
It was clearly undesirable, from the financial point 
of view, that the Chancellor of the Exchequer should 
be called upon to consider large demands from one 
Service without knowledge that other large demands 
might before long be submitted to him by other 
Services. The need for considering the Defence 
Programmes as a whole was reinforced, moreover, if 
the matter were considered from the point of view of 
availability of labour supply and of industrial 
resources, por example, unless the Government were in 
a position to envisage the situation as a whole from 
the point of view of demands on labour and manuf acturing 
resources , there was grave risk that any increases or 
extensions of existing programmes which might hereafter 
be sanctioned would result in delaying progress on 
projects previously authorised. 

To meet this situation, the Prime linister 
proposed that, if any of the Defence Departments, or 
the Lord Privy Seal's Office, made new proposals 
involving heavy demands on labour, manufacturing 
capacity or finance, over and above the demands 
necessitated by the programmes already authorised, 
those proposals should be considered by a Ministerial 
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Committee, composed as follows :~ 

The Prime Minister (Chairman), 

The Kinister for Co-ordination of Defence 

(Deputy Ciiairman) , 
The Chancellor of the Exchequer, 
The three Service Ministers, 
The Minister of Supply, 
The Lord Privy Seal, and 
The Chancellor of the Duchy of Lancaster 
(other Ministers "being co-opted as 
necessary) • 

The first task of this Committee would he to satisfy 

themselves whether any substantial demands likely to 

be submitted in the near future by any of the Service 

Deportments or for Civil Defence , involved calls on 

labour and manufacturing capacity beyond the resources 

which could be made available for the Defence Services 

or for Civil Defence, In order to enable the 

Ministerial Committee to obtain the necessary 

information for this purpose, the Prime Kinister 

proposed that an Inter-Departmental Committee should 

be appointed, under the Chairmanship of the Chancellor 

of the Duchy of Lancaster, comprising official 

representatives of :- 

The Admiralty, 

The Air Kinistry, 

The ",'ar Office, 

The Ministry of Supply, 

The Lord Privy Seal's Office, 

The Board of Trade, 

The Ministry of Labour, 

The Treasury. 

When the Ministerial Comi.iittee had received the Report 
of the Inter-Departmental Committee and had ascertained 
whether the programmes proposed v/ere within the 
available production and labour resources, it would be 
necessary for it to consider the wider issues, namely, 
how the programmes which came before them should be 
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fitted into the balanced scheme of Defence, covering 
the whole range of our defence preparations , and taking 
into account our strategical needs and our financial 
strength. Following the precedent of ordinary 
Meetings of the Committee of Imperial Defence, the 
Prime Minister proposed that the Minister for Co- 
ordination of Defence should preside at Meetings 
of the Committee when questions affecting labour 
supply and industrial capacity were under investigation, 
while the Prime Jiinister would preside when the wider 
issues were under discussion. The proposals in the 
Prime Minister's Memorandum were intended to be 
limited in the first instance to the needs of the 
immediate situation, namely, proposals for new 
projects or additional acceleration which might be 
made before the following March. 

THE PRIME MINISTER explained that this matter 
had arisen out of a discussion on certain Admiralty 
proposals at the Committee of Imperial Defence. He 
understood that certain proposals might shortly be coming 
forward from the Air Ministry which might make considerable 
demands on our productive resources. He thought these 
should be dealt with by the proposed Ministerial Committee. 

The Prime Minister explained that it would be 
important that the Minister of Labour and the President 
of the Board of Trade should be able to assist the 
Committee. Again, the Foreign Secretary, while no doubt 
he could not spare the time to be a member of the Committee, 
might v/ish to attend on occasions. It was with these 
considerations in mind that he (the Prime Minister) had 
proposed that there should be a power of co-opting other 
Ministers as necessary. 
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THE MINISTER F03 CO-OPXINATIOIT OF DEFENCE 
said that in the preceding months three major defence 
problems had arisen, namely - (l) the extra 
requirements for the Army which had been dealt with by 
a Committee with the Prime Minister in the Chair; 
(2) certain extra requirements for the Air Ministry 
which had been dealt with by the Secretary of State 
direct with the Chancellor of the Exchequer; (3) various 
proposals from the Admiralty which had been considered 
quite recently. He strongly favoured consideration of 
such additions to the programmes by the method proposed, 

THE SECRETARY OF STATE FOn AIR asked how the 
proposed Committee would affect the working of the 
Committee of Imperial Defence. 

THE PRIME MINISTER pointed out that the 
Minister for Co-ordination of Defence, the three 
Service Ministers and the Minister of Supply would be 
represented on the Comiittee and it would be possible 
to obtain the views of the three Chiefs of Staff on any 
strategic issues, if this were desired. 

THE SECRETARY OF STATE FOR WAR said that he 
assumed that the phrases in the Memorandum which 
referred to the availability of labour supply and of 
industrial resources envisaged that it might be 
necessary to consider priorities not merely between 
the needs of the Service Departments themselves but 
also between those needs and the needs of civilian 
industry. It might well be that certain articles were 
being made for civil consumption which should not be 
made at the present time. 

THE PRIME MINISTER agreed that it would be 
necessary to consider the productive capacity of the 
country as a whole and to what extent new needs could be 
made by encroaching on civil work. 
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THE MINISTER OF SUPPLY agreed with the 
proposals which ho thought would /.eet an important 
requirement. . 

Some discussion ensued as to the Departments 
which should be represented on the Inter-departmental 
Committee suggested in paragraph 4 of the Memorandum. 

THE MINISTER OP AGRICULTU.IE AI3D FISHERIES 
expressed the wish that his Department should be 
represented . He was anxious to ensure that 
agricultural needs were sufficiently taken into account 
in the siting of defence vorke or new factories. 

It was explained that this Committee would be 
mainly concerned with new programmes rather than any 
particular sites, but it would be for the Committee 
itself to determine whether a particular problem 
should be dealt with in general terms or by relation 
to the proposed siting of any particular factory or 
defence establishment. 

In the course of discussion, it was suggested 

that the Ministry of Health and the Scottish Office 

should also be represented. It was finally agreed that 

the best way for dealing with this matter would be that 

the Chairman of the Committee should have the option to 

co-opt the representatives of other Departments as and 

when necessary. 

The Cabinet approved the proposals set out 
in the Prime Minister's Memorandum 
(CP. 166 (39)) for the establishment of a 
Ministerial Committee (to be assisted by a 
Departmental Committee; to deal with the 
co-ordination of defence programmes, subject 
to the modification that the Chairman of the 
Inter-departmental Committee should have the 
right to co-opt representative: of other 
Departments as and when necessary. 
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13. . The Cabinet had under consideration the Report 

(C.P.-160 (39)) of the Cabinet Committee appointed at 
the Meeting noted in the margin to examine the detailed 
arrangements for giving effect to the decision reached 
by the Cabinet on the 17th Kay, 1939, (Cabinet 28 (39), 
Conclusion 8), that Defence Regulations should be held 
ready for issue before an actual outbreak of war, if 
necessary in advance of the passing of the Emergency 
Powers (Defence) 3ill. At the end of their Report the 
Committee (which had examined this matter with the 
assistance of tho War Legislation Sub-Committee of the 
Committee of Imperial Defence) summarised their recommenda- 
tions as follows :- 

" (a) The enabling legislation providing statutory 

Authority for the Defence Regulations should 
bo in the form of the Emergency Powers 
(Defence) Bill attached as Appendix I to the 
Report, which should be introduced at the same 
time as, or as soon as possible after, the 
first issue of Defence Regulations - 

(b) The Defence Regulations should be held in 

readiness in four codes: - 

(1) Code A, for issue at the onset of an 

emergency; 

(2) Code B, for issue as a supplement to 

Code A after the outbrealc of hostilities; 

(3) Code AB, for issue after the outbreak of 

hostilities if Code A had not already 
been issue-.".; and 

(4) The Defence (Finance) Regulations, to be 

issued either before or after the 
outbreak of hostilities, at the moment 
when financial policy required it. 

(c) The tines for the issue of the various Codes 

of Regulations, and for the introduction into 
Parliament of the Emergency Powers (Defence) 
Bill, should be matters for Cabinet decision 
when an emergency threatened; Code A night 
be required at the stage when evacuation of 
the civil population was ordered, or at the 
stage when the anti-aircraft defences were 
fully manned. 
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(d) On the assumption that the above recommenda- 

tions were accepted, provision should he 
made in the Government V/ar Book 'for 
putting them into effect. 

(e) The numbering of the Regulations should be 

stereotyped for some time to come; if a 
Regulation became unnecessary, a gap 
should be left in the numbering and an 
indication given that the Regulation had 
been cancelled. 

In the course of explaining the main points of 
the Report, THE HOWS SECRETARY referred to the 
important suggestion made by the Lord Chancellor 
at the Meeting of the Cabinet on the 17th May 
(Cabinet 28 (39), Conclusion 8) that a one-clause 

Bill should be passed in peace time conferring on 
The King the prerogative right by Order in Council 
to take such steps as might be necessary for the 

safety of the Realm if the risk of immediate 
hostilities was imminent. The conclusion reached 
had been that the objections to a short Bill, on 

the lines proposed, were even greater than the 
objections to the introduction in peace time of a 
long Bill. Briefly, the short Bill would be open 

to the same objections as a long Bill from the point 
of view of public opinion, but it would not oontain 

the detailed safeguards which would be 8et out in 

the long Bill. In any event, at the present Juncture 
Parliamentary time was not available to introduce a 

Bill on the lines proposed, and for the present, at 
any rate, he thoueht it was essential to act on 
the basis set out in the Report of the Cabinet 

Committ ee . 

The Committee had also reached the conclusion 
that it was better that the Regulations should be 
made by Order in Council, which woul* be validated 
subsequently by the Bergen cy Powers (Defence) Act, 
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rather than that the Departments should take action 

without cover of any kind. 

m FT? LORD CHAMC^LTjOR said that the Cabinet would 

appreciate that, as a Tx>rfl Chancellor and as a Judge, 
he ecul* not approve a prccedure which wis wholly illegal. 
He thought that only the most absolute necessity could excuse 
The King being advised "to approve Orders in Council vAiidi -were 
ultra vires . 'ffhile certain circumstances might 
excuse wholly illegal acts, they die* not, in his view. 
Justify them. 

The Lord Chancellor added that he could not 
agree that the short Bill f which he had himself drafted, 
was open to thp objections which ha* been urged 
affaire t it. He thoupht that it was a real defect in our 
constitution that if Parliament was ad journed or- prorogued 
or if a dissolution had taken place, there was no statutory 
authority enabling steps to be taken fl>r ths protection of tte 
Realm in the event of an emergency. '.Vhile he agreed 
that, for the time being, the course proposed was the 
only one open to the Government, he hoped that after 
the Recess farther consideration would be given to 
re-edyinp this serious defect in cup cc^sti^uttoa procedure . 

Tm S^CR^TARY OP STATU FOR DOMINION AFFAIRS 

said that, while he had not had the benefit of seeing 
the Bill drafted by the Tjord Chanoellor, he had always 
been one o** those who had taken the view that it 
would be desirable to pass the ^ergency Powers 

(nefenoe) Hill before an emergency took place. He 
was in favour, therefore, o*" conferrine upon the Executive 
in peac e time, powers to deal with the situa- 
tion which would ari?e in an emergency, and he thought 
that public opinion would now be ready to accept this 
step. 
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nr? S^CR^TARY OP STAT^ FOR HOMB AFFAIRS doubted 
whether Parliament would view the matter in this light. 
He thought that the debate that afternoon on the 
Prevention o^ Violence (Temporary Provia ion* > -Bill 
might throw some lipht on this natter. 

THK SSCR"?TARY*OP STAT 1 ? FOR AIR said that he 

thought grave difficulty woul* be experienced in regard 
to the Defence Regulations which related to the 
Press, if the Prergency Powers (Defence) Bill was 
to he passe* in time of peace. He also reminded 
his colleagues that i*" an attempt were made to pass 
the "ill into law in time of peace, there *as the 
risk that the powers asked for might be made subject 
to conditions or stipulations which would hamper the 
authorities . 

TV? CHANCW.-OR OF "M*! ^XC^Q,^ agreed that 
the Report of the Cabinet Committee should be approve} 
as the procedure to be adopted in the event of an 
emergency takins place in the near future. For his 
part, he thought he would prefer to risk the possibility 
that it micht be necessary to make Orders in Council 
in advance of the passing of the Emergency Powers 
(Defence) Bill, rather than to attempt to confer upon 
the Exocutivc in time of peace the trcmondous powers 
whieh that Bill contained. 

The Chanoellor o^ *he Exchequer also said that 

a financial crisis might arise in a*v»nce of the 

ou+break o* hostilities, an* that ime'iate action 

mirht be necessary. He therefore aske* thtt he 

should be authorised to arrange for the issue, under 

the authority of an Order in Council of the Financial 

Regulations after consultntion with the Prime Minister 
and without -obtaining the prior sanction of the Cabinet. 

This course was agreed to. 
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The Cabinet agreed — 

To approve the Report of the Cabinet 
Committee on the Defence Bill and 
Regulations, as summarised above , 
subject to the following points:- 

(a) That if a situation of great urgency 
arose, the Chancellor of the Exchequer 
should be authorised to arrange for the 
issue under the authority of an Order in 
Council of the Defence (Finance) Regulations, 
after consultation with the Prime Minister 
but without reference to the Cabinet. 

(b) That the adoption of this r ecommendatior 
should not prejudice further consideration 
after the Recess of the Lord Chancellor's 
suggestion that a Bill should be passed, in 
ftime of peace, to enable the Government of 
the day to make Orders for the safety of 

the Realm in the event of Parliament at 
the time being adjourned, prorogued or 
dissolved. 
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14. The Cabinet had before them a Memorandum by 
the Minister for Co-ordination of Defence (CP. -165 
(39)) in which he stated that, in conjunction with 
the Minister of Supply and the Chancellor of the 
Duchy of Lancaster, he had had under review the 
extent of the Government Reserves of Pood and Raw 
Materials, particularly with reference to the 
representations on this subject received from Sir 
Arthur Salter, K.E*. and Mr. L.S. Amery, K.P. , 
and the Bulletin recently published by the Air Raid 
Defence League entitled "Pood in War Time". The 
proposals put forward from these and other quarters 
were, in effect, that the Government should at once 
bring to this country the maximum quantity, for which 
shipping space could be found, of those foodstuffs 
and raw materials which would be required in time 
of war, partly with a view to adding to our war 
reserves, but also with the object of saving shipping 
tonnage once hostilities had begun. After describing 
the policy hitherto followed, the Memorandum stated 
that in their review of the size of the Government 
reserves, the Ministers had considered to what extent 
they might wisely be increased so as to save shipping 
tonnage on the outbreak of hostilities. The scope 
of their review had been restricted to a short-range 
policy, i.e., to what extent additional reserves of 
raw materials and food, over and above those already 
authorised, could be purchased by the Ministry of 
Supply and the Pood (Defence Plans) Department 
respectively, to arrive in this country not later 
than the 15th October next; but they considered 
that a careful review of our long-range storage 
policy should be made in the coming Autumn. 
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The Ministers summarised the result of their 
examination in two Annexes attached to the 
Memorandum. Annex I contained a list of raw 
materials for which storage accommodation might 
be found, and of which additional Government 
reserves above those already authorised might 
be purchased without reduction of commercial 
stocks or undue interference with normal supplies* 

Annex II comprised a list of foodstuffs for which 

storage accomodation could be found in the United 

Kingdom, and of which Government reserves, over and 

above those already authorised, could be purchased 

without reduction of commercial stocks. The 

Ministers considered that there was a good case £or 

obtaining the additional reserves set out in these 

annexes. They accordingly recommended — 

"(i) That approval should be given to the 

immediate purchase of the supplies shovm 
in the Annexes to their Memorandum (or 
so much of them as the Departments 
concerned could, after rurther enquiries, 
arrange to be delivered to this country 
at a date not materially later than 15th 
October next), the total cost not to 
exceed for raw materials £15 millions, 
and for food supplies £5 millions a 

(ii) That the Committee of Imperial Defence 
should arrange for a further review to 
be made of our lone-term storage policy 
for both food supplies and raw materials 
in the early Autumn." 
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In the course of an Introductory statement, 
THE MINISTER FOR CO-ORDINATION OP DEFENCE 
explained the main points in hl8 Memorandum. 
He said that the Chancellor of the Duchy of 
Lancaster now had more up-to-date information in 
regard to the sugar position. The proposals set 
out in his Memorandum represented what could be 
done on a short range policy. These proposals 
did not constitute a final programme but, if the 
Cabinet approved them in principle, it would then 
be necessary for items to be discussed with the 
Departments concerned, including the Treusury. 

THE LORD PRESIDENT OF THE COUNCIL said that 
if the purchases were to be made, they should be made 
as quickly as possible as the markets were now 
favourable. He had been informed that a proportion 
of the food now in storage in old warehouses, 
particularly at Bristol, was deteriorating rapidly 
owing to infection by peats. He asked that the 
fullest use should be made of the scientists who 
were now studying these pests. 

THE CHANCELLOR OF THE DUCHY OF LANCASTER 
said that the wheat which was exposed to infection 
by pests was that which had been bought from Roumania 
on grounds of higfr policy. Broadly, our wheat reserves 
in this country were being turned over with very little 
loss owing to deterioration, although it was true 
that there had been some loss in the Bristol warehouses. 
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THE MINISTER FOR AGRICULTURE AND FISHERIES 
stressed the importance of interdepartmental dis- 
cussions "before the purchases were decided upon. 
For example, the proposed purchases of frozen meat 
would have to be very carefully arranged if they 
were not to have a disastrous affect on the market 
when the stocks came to be turned over. He also 
urged that further consideration should be given to 
increasing reserves of normal animal feeding stuffs, 
especially those which would keep the dairy industry 
going in time of war. 

THE PRESIDENT OP THE BOARD OF TRADE, while 
in general agreement with the proposals in the 
Memorandum, thought that interdepartmental discussion 
would be necessary on a number of individual items. 
He questioned the inclusion of butter among the 
commodities to be bought for reserve, on the grounds 
that butter would be a luxury in time of war and 
that its transport occupied very little tonnage. 
Surely it would be better to concentrate on purchases 
of commodities which would last longer and which 
occupied more tonnage. There was also the danger 
that by buying reserves quickly, the Government would 
be competing with the normal importers and buying 
stocks which would otherwise be imported in the normal 
course of trade. 

THE MINISTER OF SUPPLY said all these points 
had been in the mind of those who had framed the 
Memorandum. He hopod that the proposals would re- 
ceive general approval. He thought that it was 
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impossible to justify a position in which there 
was empty storage in this country at a time of 
international tension. 

THE CHANCELLOR CP THE DUCHY OP LANCASTER 
said that the conservation of shipping space 
had been one of the most important factors taken 
into account in framing the proposals. Since 
the Memorandum had been drafted, the position 
in regard to sugar had been further investigated. 
It was now found that it would be possible to 
purchase 100,000 tons of raw sugar for delivery 
in September and October. This stock would be 
placed temporarily in warehouses owned by Tate 
and Lyle and the British Sugar Corporation* 
It was true that most of this stock would come 
from Cuba and Java, but, while this was not attractive 
from the exchange point of view, the transaction 
would only represent an anticipation of purchases 
from these countries since Tate and Lyle would be 
able to take over the stocks early in 1941 
and replace them by purchases from Empire countries. 

The question whether sugar could not be 
purchased from Mauritius was raised and the 
CHANCELLOR OF THE DUCHY OP LANCASTER undertook 
to investigate this point. 

THE MINISTER OF HEALTH stressed the importance, 
from the health point of view, of reserves of animal 
feeding stuffs, which would safeguard our milk supplies. 
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THS CHANCELLOR OP THE jXJCHY OF LANCASTER 
explained that the difficulty was that there was 
Insufficient storage capacity in this country at the 
present time for animal feeding stuffs. He undertook 
to consider a suggestion that empty cotton mills 
might be used for storage. 

THE SECRETARY 0* STATE POK FOREIGN AFFAIRS 
hoped that when these purchases were considered in 
detail, regard would be paid to the claims of 
countries in South East Europe which were politically 
of great importance to us. 

THE CHANCELLOR OF THE EXCHEQUER said that he 
thought It would be generally agreed that the details 
in regard to the proposed purchases could not be 
settled in Cabinet. He was prepared to agree that 
general approval should be given to the proposal that 
the reserves of raw materials and food supplies in this 
country should be increased, on the lines which had 
been indicated, subject to each case being examined on 
its merits by the I>epartments concerned, including 
the Treasury. In particular, the proposal to 
purchase large quantities of sugar fyrhich he agreed 
should be included among the purchases which should be 
examined by Departments) would require special 
investigation. Another important point was whether 
the proposed purchases would involve a strain on the 
dollar exchange. He instanced the proposed 
purchases of lard from the United States. 

The Cabinet agreed - 

To approve in principle the proposal 
that immediate purchases of supplies 
of raw materials and food stuffs 
should be made on the general lines 
indicated in Annex I and Annex II to 
the Memorandum appended to CP. 165 
(39) subject to the conditions - 
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(i) That the total cost should not 
exceed in the case of raw 
materials £15 million, and in the 
case of food supplies £5 million. 

(ii) That the details of each of the 

proposed purchases should be the 
subject of consideration by the 
Departments concerned, including 
the Treasury. 

(iii) That the Committee of Imperial Defence 
should arrange for a further 
review to be made of our long- 
term storage policy for both food 
supplies and raw materials, in the 
early autumn. 
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15. 



The Cabinet had under consideration a Note 



ort of 
abinet 



by the Prime Minister (C.P.-161 (3i>)) regarding the Report 



ttee. of the Depressed Areas Committee. In the previous 



Bill, and that something should be cone to meet the 
claim that the Government ought no longer to confine 
assistance to the Special Areas as scheduled in the 1934 
Special Areas Act, but should assist the development of 
new industries in areas of heavy unemployment, whether 
in or outside the technical Special Areas. 

One of the methods which had proved of greatest 
value in the development of industry in Special Areas had 
been the provision of loan facilities for the establishment 
of new industries, and the Committee had accordingly 
decided that it would be desirable to introduce legislation 
to provide such facilities in areas of heavy unemployment, to 
bo defined not by a geographical schedule but by a series 
of conditions. It had hardly seemed necessary to report 
this decision to the Cabinet, but action had been taken 
to include the Special Areas Acts for one year in the 
Expiring Laws Continuance Bill, and the Minister of 
Labour had announced the Government's intention to 



introduce legislation at an early date to provide loan 
facilities. On the 11th July the Chancellor of the 
Exchequer had announced that the Bill was in course of 
preparation, that he hoped it might be possible to 
introduce it before the House rose for the Summer Recess, 
and that, if there was general agreement, it might be 
possible to carry the measure before the end of the 
Session. 
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iiinoe the Cabinet Committee had considered the 

matter, however, the unemployment position had undergone 

a complete change, and if the matter were to be considered 

now entirely on its merits, without regard t 0 past pledgee, 

it was doubtful whether such legislation would be justified. 

In view, however, of the pledges given, it was clear that 

the Bill should be introduced at the earliest possible 

date- The Cabinet Committee had not had time to meet and 

consider the actual terms of the Bill, but it had approved 

the Joint proposals by the Minister of Labour and the 

Secretary of State for Scotland on which the Bill was 

founded. The main provisions of the Bill (of which a copy 

was attached to the Frime Minister's Note) were as followa:- 

(i) The Treasury to be empowered up to l«arch 

1942 to agree to make loans to new undertakings 
to be established in areas of heavy unemployment. 
The total sum to be available was not specified, 
but there was to be a limit of £200,000 for any 
one loan. 

(ii) Loans were only to be made for industries 
established in areas of heavy unemployment 
which were defined in CI; use 1 of the Bill. 
It would be noted that t**> Bill deliberately 
made no reference at all to the Special Areas, 
nor would the definition of "areas" include large 
cities such as Glasgow or Liverpool. 

(iii) In order that the Government may be assured that 
applications had local support and were not 
likely to conflict with existing industries in 
the areas, it was provided that the initiative 
should rest with a Local Development Council 
which would be required to introduce the industry 
to a small Advisory Committee, appointed by the 
Treasury; if it thought the application merited 
consideration, the Committee would ascertain 
from the Ministry of Labour whether the area 
proposed fell within the definition of an area 
of heavy unemployment in the Bill. If so, the 
Advisory Committee would examine the merits of 
the application from an industrial and financial 
standpoint. The Treasury would not be empowered 
to make any loan except upon the advice of this 
Committee, 

The Prime Minister accordingly recommended that - 
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(1) subject to consideration and approval by the 
Committee of Home Affairs, the Bill should 
be introduced before the House rose for the 
Summer Recess: 

(ii) the Government should attempt to get the Bill 
passed during the current Session. 

After a short discussion the Cabinet agreed:- 

That the -proposed Bill be introduced 
in the House of Commons - 

(i) before the Summer Recess; 

(ii) without further reference to the Cabinet, 
subject, however, to the approval of the 
Homo Affairs Coi^mittee. 
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16. The Cabinet had before them a Memorandum 
by the Chancellor of the Exchequer (CP. -164- (39)) 
regarding the Claim for Spinsters' Pensions, in which 
it was recalled that, as a result of agitation "by a 
"body known as the National Spinsters 1 Pensions 
Association, which had received considerable support 
in the House of Commons, it had been decided, early 
in 1938, to set up a Committee under the Chairmanship 
of Mr. C.T. Le Quesne, K.C. , "to examine and report 
on the complaints which are made as to the position 
of unmarried women under the Contributory Pensions 
Acts and on the practical questions which would arise 
if the age at which Old Age Pensions under those Acta 
are payable to unmarried women were lowered". The 
Committee had submitted their Report in March of 
the current year, and a summary of it was attached aa 
an Appendix to the Mer-iorandum. 

It was quite clear that the Committee had 
not endorsed any of the main contentions of the 
spinsters and their champions. The National 
Spinsters' Pensions Association were, however, 
actively pursuing their campaign, in er?+te of the 
Report of the Committee. A resolution concerning 
Spinsters' Pensions had been tabled in the House 
of Commons in the name of 199 Members, pressing 
for revision of the amount and conditions of existing 
pensions and urging the Government to take into special 
consideration the claim of spinsters for pensions 
at an earlier age. The Government must, therefore, 
reach a decision on the merits of this claim. 
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Apart from the fact that the claims of the 
Association had "been rejected by an independent 
Committee, the initial cost of meeting them would 
be about £4,400,000 a year. The Chancellor 
agreed also with the view of the Committee that, if 
it were decided at this cost to grant a pension to 
spinsters at 55, it would be impracticable to withhold 
it from other classes of insured women; and, further, 
that the demand for pensions at 55 for the wives of 
pensioner husbands would be almost impossible to 
resist. These consequential extensions would 
Increase the initial cost of the concession to some 
£14 millions a year. 

The Chancellor therefore recoratiiended that, if 
and when the Gover:iment were asiced for their views 
about the claim of the spinsters, they should say that 
the claim had been referred for consideration by an 
independent and impartial Committee, which had come 
to the conclusion that the Spinsters 1 Pensions 
Association had failed to make their case; that 
the Government were prepared in the main to accept 
the view of this Committee, and were not prepared to 
introduce legislation to provide pensions for 
spinsters under more favourable conditions than now 
operated. If pressed to express an opinion 
upon certain minor points in respect of which the 
Report was critical of the Government, it could 
be said that these were technical matters which 
would require careful consideration, but did not 
call for any immediate action. 
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THE PRIME MINISTER referred to the propooal in 
paragraph. 5 of the Chancellor 1 s Memorandum that the 
Government should state that they had referred the 
spinsters' claim for consideration by an independent and 
impartial Committee, and that that Committee had cone to 
the conclusion that the Spinsters Pension Association, 
had failed to maize their case. In the meantime, the 
Opposition had put down a vote of censure on the 
Government for their refusal to provide the ways and means 
for the improvement and extension of Old Age Pensions. 
The claims in this matter had teen skilfully worked up 
throughout the country and the Labour Party was now 
putting forward a scheme for a pension of £1 per week 
to a man and 35/- to a married couple, the wife to be 
eligible to receive her pension on reaching the age of 
55 provided that her husband v;as over 65 and had retired 
from work. This scheme would involve an expenditure in 
the neighbourhood of £80 or £90 millions a year. The 
superficial attractiveness of this scheme was obvious and 
interest in it was heightened by rumours of an impending 
general election. The natter was now being actively 
canvassed in the constituencies. It was known 
that agitation in tliis matter had not confined itself to 
the Labour and Liberal Opposition but had spread to some 
of the Government back-benchers. A number of Government 
supporters had committed themselves to the view that the 
Government should take some action on the matter. 

The Prime Minister said that he had taken these 
considerations into account in determining the line which 
he should take in replying 1 to the Leader of the Opposition 
in the debate on the ensuing day. He proposed to speak 
on the following lines. First, that the Government h^d 
every sympathy with the hardships of the old people of 
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this country. Secondly, he proposed to set out what 

the Government had already done for the improvement of 

social services so as to show that thftir sympathy was of 

a practical kind. In the third place he would indicate 

that the reason why he was not prepared to give an 

affirmative answer to the claims put forward was not from 

any laclc of sympathy for the old people of this country 

but because we had to consider our responsibilities in 

other directions. In particular, we were in the middle 

of a rearmament programme which involved very heavy 

expenditure. In this connection, the Prime ^Sinister 

proposed to make clear a point which he thought was 

insufficiently appreciated by Members of Parliament 

generally, namely, that from the financial point of view 

the most serious part of the defence programme was not 

the immediate capital expenditure but the cost of 

maintenance of the expanded force when the rearmament 

programme was over. He proposed to explain that on 

the present level of taxation we could find some £250 

millions a year for the maintenance of the Defence Forces - 

When, however, the additions to those forces now in 

progress had been completed, the annual cost of 

maintenance might be as much as £100 or £2C0 millions a 

year over the figure no* found out of taxation. Hiis 

heavy additional sum would also have to be found out of 

taxation. He thought that nothing less than a statement 

on these lines would convince the House of Commons of the 

impracticability of adding a large sum to our pension 

liabilities at the present time. 

The Prime Minister thought it would be desirable 

to add that, while it was clearly out of the question to 

assume any very large additional burden on account of 

Improvements in pensions, it must not be inferred that it 

was impossible to do anything by way of adjustment or 
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improvement c>~ the existing scheme. Although there 
were many calls for improvements in the social services, 
there seemed to be a general desire to concentrate on 
improvements in old age pensions and the Government was 
disposed to follow this lead. It was therefore proposed 
that the Government should set up an eneiuiry to examine 
what was practicable in the way of improvement in old age 
pensions, subject to the condition that the Exchequer 
could not shoulder any substantial additional burden. 
It would therefore appear that the extent of what could 
be done would depend largely on how far the workers and 
employers were prepared to pay additional contributions. 
It was therefore proposed to appoint an independent 
Committee comprising representatives of employers and 
workers with some representatives of the general public 
and an impartial Chairman. He would propose that a 
Committee on these lines should be set u;i with instructions 
to report in the Autumn. 

Ttie Prime Minister said he would welcome the 
observations of his colleagues on the proposed lines of 
his speech. He was satisfied that there would be 
dissatisfaction on the part of a considerable number of 
Government followers if the Government were to refuse to 
take any action in the matter, and the result would be a 
somewhat damaging debate. 

The Prime Minister said that while he was not of 
course committed to any specific improvements, there were 
two points which he thought merited serious consideration. 
The first was the case of a man of 65 who had a wife very 
much younger than himself. Would it be possible to 
provide that the wife would be eligible for old age 
pension on reaching the age of, say, 60? The second 
point was that while most old age pensioners had some other 
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source of income, there were a number who had not, and 
who nevertheless felt very reluctant to apply to the 
Public Assistance Authorities. While it would be 
difficult to alter this position, there was no doubt 
that a change in this respect would meet v/ith general 
approval. He thought this point might also be examined. 

In the course of discussion, the main point 
dealt with was the form of Committee proposed. It was 
first suggested that it would be undesirable to have an 
independent Committee end that it would be preferable to 
set up a Cabinet Committee. A situation might arise 
in will oh it would be somewhat embarrassing to the 
Government to have appointed a Committee which might 
not have reported. It was also urged that, while in 
normal circumstances there was much to be said for 
appointing a Committee with representatives of Employers 
and Workers, in the present case the official 
representatives of the Workers were all committed to 
the Labour Party Scheme and some other form of inquiry 
would be preferable. 

On the other hand, the view was expressed that 
it would be unwise to say that a Committee of Cabinet 
Ministers was being appointed and that the right course 
would be to adopt some general phrase to the effect that 
the Government were arranging for the position to be 
reviewed. It was also urged in favour of the adoption 
of some such phrase as "that the Government is enquiring 
into the matter" (rather than the appointment of an 
independent Committee) that the condition mentioned by 
the Prime Minister, namely, that the Exchequer could not 
shoulder any substantial burden, was not one which would 
be capable of easy definition in formal terms of 
reference . 
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In this connection, THE MINISTER OP HEALTH said 
that his Department had plans and proposals in a forward state. 
While proposals could he put forward rapidly to persons who 
were familiar with the general position, if en independent 
Comuittee of Inquiry could be appointed, some time might 
elapse before they were ready to deal with the matter. 

The second point dealt with in discussion was 
whether an amendment should be moved from the Government 
Benches. 

THE PRIME MINISTER said that the Chief Whip 
expressed the view that this course was not desirable. 
On the other hand, the view was expressed that it would be 
awkward for many of the Government supporters to vote 
against the Labour Party's Motion in view of the undertakings 
which they had given, notwithstanding the fact that the 
Prime Minister's speech would malce it clear that the 
Government had not refused to provide the necessary ways and 
means for some improvement of Old Age Pensions. Die 
possibility of a manuscript amendment to be handed in at 
about 6 or 7 o'clock in the evening was mooted and the Prime 
Minister agreed to discuss this point further with the Chief 
Whip. 

The Cabinet approved the general lines of 
the Prime Minister's proposed speech, subject 
to the following points raised in discussion - 

(1) that the Prime Minister should indicate 
that it is the intention of the Government 
to undertake a review of the Old Age 
Pensions position, but should not use words 
which imply the setting up of an 
independent Committee of Inquiry or of a 
Committee of Ministers; 

(2) that the Prime Minister should discuss with 
the Chief Whip the question whether a 
manuscript amendment should be handed in 
after his speech. 

■ 
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17. The Cabinet had under-- oo«©4.de*s^tlOQ_ a Memorandum 
by the Minister of Transport (C. P. -158(39) ) on the 
subject of Road Accidents and the Regulation of 
Cyclists. In his Memorandum the Minister stated that 
in 1936 his predecessor had drawn the attention of the 
Transport Advisory Council to the increase in the number 
of pedal cycles in use on the roads , and to the large 
number of accidents in which pedal cyclists were 
involved, and had invited them to consider and report 
upon any further practicable measures whi'Jh, in the 
Council's opinion, might be adopted for the better pro- 
tection of cyclists and other road users, The Council 
had reported in June, 1938, but in the meantime the 
House of Lord6 Select Committee on the Prevention of 
Road Accidents had been set up, and it had not teen 
thought desirable to take any action on the Transport 
Advisory Council's Report until the Report of the Select 
Committee had also been received. The Minister's 
predecessor had answered a parliamentary Question to 
this effect on 27th July, 1938, (Official Report, 
Coi. 3112). 

The Eelect Committee had reported at the end of 
larch and had made a large number of recommendations 
affecting cyclists. The Minister was being strongly 
pressed to announce the Government's decision in regard 
to this Report, but as it contained over two hundred 
recommendations, he had announced that he would issue 
a commentary on the whole Report in the form of a White 
paper. In this document he proposed to give reasons 
for the rejection of many of the Select Committee's 
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recommendations, and a stateiuect of the measures to toe 
taken to implement those which it was .decided to accept. 
The Minister then outlined the more important 
recomiiiendatiorjs of the Select Committee concerning 
cyclists, adding his comments thereon. In conclusion, 
the Minister expressed the wish subject to the views 
of his colleagues, to include in his statement on the 
Select Committee's Report an announcement that, after 
consideration of the Heports of the Transport Advisory 
Council and of the Select Committee, he proposed to 
make regulations, under his existing powers, regarding 
bells and the number and nature of the brakes on pedal 
cycles, and to introduce legislation as soon as possible 
dealing with the following matters:- 

(1) Carriage by pedal cyclists of a form of 
identification disc, 

(2) Introduction of a requirement that pedal 
cyclists must report accidents (on the 
lines of Section 2? of the Road Traffic 
Act, 1930). 

(3) Carriage of red rear leaps on pedal cycles. 

(4) Prohibition of the carrying of articles which 
interfered with the control of the cycle 

or the view of the road. 

(5) Compulsory use of cycle tracks where they 
were satisfactory. 

(6) Creation of the offence of careless 
riding. 

In explaining the main points in his Memorandum 
TWS MINIS™ OP TRANSPORT said that the most difficult 
issue concerned the proposal to make compulsory the 
carriage of red rear lamps on pedal cycles. He 
outlined the main arguments for and against this 
course. 

The Minister said that since his Memorandum 
had been drafted he h*d consulted the Law Offioers 
as to the proposal in paragraph 14 that the extinction 
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of a rear light should not be pleaded as an excuse 
or treated as contributory negligence if a oycliat 
were run down- The Law Officers had. advised that 
this proposal was open to considerable objection, 
and thought that it would be much wiser to leave this 
aspect of the matter to. be dealt with on the Jsasis of 



f the matter to. be dealt with on the Js 



the exipting law, «hluh laid un mutuilolu Lilt ; OtTttgerttCT 
*r£' suMju<* *+-*C**-it/' 7U. **t4.tt//y i]*u%i*~ A^f/^U^ 
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Continuing, th* 1 Minister said that he appreciated 
that this proposal iright give rise to serious 
opposition among the large body of cyclists, who 
numbered 8 or 10 millions. As against this, it must 
be pointed out that not only the Al/nese Committee 
but two other Inter-Departmental Committees, and 
the Transport Advisory Council, had been in favour of 
thla proposal. He also thought that opinion among 
motorists woul^ be strongly in favour of this 
measure. His reason for raising this matter at the 
present time was that he was anxious to settle 
before the Pec?ss what conclusions should be reached 
in regard to the main recommendations in the Al^nese 
Report. 

In the course of discussion the view was 
expressed that it was not essential to deal with thia 
very contentious matter at the present time, and that 
on the rhole the wisest course would be to defer 
decisions on the questions raise-' until after the 
Recess . 

This course was agreed to. 

(The Chancellor of tft e ^xche-nuer » n* the T,ord 
Present Q r tbe .-C Qttnqil the f.:»ct.A ng at 

this point.) 
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MCE) 18. The Cabinet had iie£oi > e--ihem a Memorandum 

by the Chancellor of the Duchy of Lancaa-ter (H.A.- 

34 (39)) covering the draft Pood (Defence) Bill, 

the object of which was to transfer the responsibility 



12 5 Conclusion f ^ t ^ poQd (Defence Plans) Department from the 

President of the Board of Trade to another Minister, 
and to provide that Minister with oertain s tatutory 
powers over and above those at present available in 
the Essential Comodities Reserves Act, 193U: 
together with the following Conclusions thereon 
reached by the Conn.iittee of Home Affairs (H.A.C. 
18th Conclusions (39), Minute 1):- 

"(1) To recom/tend the Cabinet to approve, 

for introduction in the House of Commons 
with a view to its passage into law 
immediately after the Summer Recess 
the Pood (Defence) Bill in the form of 
the draft annexed to H.A,-34 (39), 
subject to any modifications arising 
out of the Committee's discussion, and 
to any drafting or other minor alter- 
ations that might be found necessary 
or desirable: 

(2) To take note that, as stated in Cabinet 
37 (39) Conclusion 12 (3), the Cabinet 
would determine the date of intro- 
duction of the Bill." 

TH3 MINISTER OP AGRICULTURE AND FISHERIES said 
that he assumed that the proposed legislation would 
not in any way diminish the powers or responsibilities 
of the Agricultural Ministers: in particular, that 
it was not proposed to alter the position in regard 
to the supply of feeding-stuffs from merchants to 
farmers, which was the responsibility of the 
Agricultural Ministers- 

THE CHANCELLOR OP THE DUCHY" OP LANCASTER agreed 
that this was the case. 

Reference was also made to the position of stocks 
of petrol, and it was explained that it had been agreed 
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that this matter should be further oonsidere&.by- 
the Departments ooncerned, in order to ensure that 
the action taken under the proposed Bill and under 

the Ministry of Supply Act, in splitting up the 
commodities purchased under the Essential Commodities 
Reserves Act, did not enable the amount of petrol 
reserves to be calculated. 

THE CHANCELLOR OP "HE DUCHY OP LANCASTER 
mentioned that in certain respects he had taken 
action in advance of the powers to be conferred by 
the Act, and that the action so taken would be 
validated retrospectively when the Pill became law. 

The Cabinet 

■fl) approved the recommendation of the 
Home Affairs Committee at (l) 
above: 

(2) agreed that the Bill should be 
introduced before the Recess on 
the understanding that an attempt 
should be made to pass it into law 
before the end of the Session. 
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19. 75w> Cabinet had under consideration a 

> 

Memorandum by the Secretary of State for Scotland 

(H. A. -35(39)). covering the draft War Damage to Land. 

(Scotland) Bill, the object of which was to modify 

the rights and liabilities of persons interested in 

land in Scotland damaged by v/ar: together with 

the following recommendation thereon by the Committee 

of Home Affairs (H.A.C. lQth Conclusions (39)» 

Hinute 2);- 

"To authorise the Secretary of State 
for Scotland to take responsible 
representatives of the interests 
concerned into confidential consultation 
on the heads of the draft War Damage 
to Land (Scotland) Bill annexed to 
H.A.-35 (39)." 



The Cabinet approved the above recommenda- 
tion of the Committee of Home Affairs, on 
the understanding that the Bill should not 
be introduced in peace time, without further 
reference to the Cabinet. 



Richmond Terrace, B.W.I. 
26th July, 1939. 
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MOST SECRET ADDEND 



■ SS£ .htt.y, Bj£. 



INTER- 
NATIONAL 

SITUATION- 
Danzig - 



( Previous 
Reference: 
Cabinet 38 
(39), Con- 
clusion 3 .) 



THE SECRETARY OP STATS POR FOREIGN AFFAIRS said 
that Dr Burckhardt, the League of Nations Commissioner 
in Danzig, had reported to him that he had recently 
had a discussion with Herr Forster, the Gauleiter 
of Danzig. The latter had recently returned from 
seeing Herr Hitler at Berchtesgaden, and reported 
that the German attitude in regard to Danzig was as 
follows; First, that Germany had not modified her 
claims in regard to Danzig or the Corridor, as 
formulated in Herr Hitler's Reichstag speech. This 
was of interest, since previously it had been implied 
that the terms then offered would no longer be accept- 
able. Secondly, that nothing would be done on the 
German side to provoke a conflict. Thirdly, that 
the question could wait, if necessary, until next year, 
or longer. Fourthly, that the Senate would seek the 
help of the High Commissioner to smooth over difficul- 
ties between them and the Polish representatives, 
thus putting an end to a war of Notes . Further, it 
was indicated that if a detente could be brought about, 
all military measures now being taken in Danzig would 
be stopped. 

It was of the utmost importance to maintain 
secrecy as to these conversations . We had therefore 
informed the Polish Government that we had information 
( the source of which we had not communicated to them) 
that the Germans were working for a detente, and that 
it was of the utmost importance that they should direc 
their endeavours to the s-ame end. We had also informe 
them that we had learned with regret of the recent 
frontier incidents, and hoped that the Polish 
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Government would handle them with the usual restraint 
and circumspection, and that they would not be deflect- 
ed by these incidents from the general policy of 
bringing about a detente . 

The Foreign Secretary said that generally the 
position in regard to Danzig looked a bit steadier. 
It was, of course, difficult to know exactly what 
value to attach to these latest statements in regard 
to the German attitude. Did it mean that they were 
impressed by the firm attitude of the Peace Front? 
tfas it a blind to cover up their real motives? Or did 
it mean that Germany was now directing her action 
elsewhere? In any case, however, it was clear that 
there could be no possible harm in working for a 
detente at Danzig . 
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